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Par Value for Irish Pound 


An initial par value for the Irish pound, at 0.357143 
Irish pound per U.S. dollar, has been established by 
agreement between the Government of Ireland and the 
International Monetary Fund. The parities for the 
Irish pound in terms of gold and in terms of the U.S. 
dollar of the weight and fineness in effect on July 1, 


1944 are as follows: 2.48828 grams of fine gold per 

Irish pound; 12.5000 Irish pounds per troy ounce of 

fine gold; 0.357143 Irish pound per U.S. dollar; 280.000 

U.S. cents per Irish pound. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., May 14, 1958. 


IBRD Loan to Honduras 


The International Bank for Reconstruction and De- 
velopment on May 9 made a loan of $5.5 million to 
Honduras, to be used for the construction of a new 
paved highway to connect Puerto Cortes, the main 
Caribbean port, with the national road network, and 
for the improvement of the Western and Southern 
Highways. The loan is for 20 years and bears interest 
of 5% per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. Amor- 
tization will begin March 1, 1961. 

The Bank of America and the National Bank of 
Washington are participating in the loan, without the 
World Bank’s guarantee, to the extent of $229,000. 
This represents the first two maturities and part of the 
third and fourth maturities which fall due between 
March 1, 1961 and September 1, 1962. 


The Western Highway serves one of the most heavily 
populated regions of Honduras; the Southern Highway 
links Tegucigalpa, the capital, with the Pan American 


GATT and the European Economic Community 


The Intersessional Committee of the General Agree- 
ment on Tariffs and Trade at its meeting in Geneva in 
April and early May continued the examination under- 
taken earlier of matters relating to the Rome Treaty 
establishing the European Economic Community. It 
noted with satisfaction that the rapid progress being 
made toward the establishment of the Institutions of the 
Community would facilitate early and close cooperation 
between the Contracting Parties and the Community. 

The normal procedures of the General Agreement, 
together with the techniques and traditions of the Con- 
tracting Parties in applying them, were stated to be 
well adapted to the handling of the specific and prac- 
tical problems, such as matters relating to overseas ter- 
ritories, which arise from the Rome Treaty and affect 


Highway and with the Pacific ports. The loan will also 
finance the preparation of final engineering designs 
for extending the Western Highway to link it with the 
highway network of El Salvador. The total cost of the 
projects being undertaken is estimated at 21 million 
lempiras (US$10.5 million). The Bank loan will finance 
the cost of imported equipment, materials, and services; 
the local currency costs will be met by a loan from the 
U.S. Development Loan Fund, to be amortized over 
the same peviod as the Bank loan. The construction 
projects will be carried out under unit price contracts 
to be awarded on the basis of international competitive 
bidding; they should be completed in about two and a 
half years. The projects being financed are part of a 
larger program of highway development currently being 
undertaken by the Honduran Government. 
Source: International Bank for Reconstruction and 
Development, Press Release, Washington, D.C., 
May 9, 1958. 


the operation of the General Agreement. The Commit- 
tee suggested that, in the first instance, the procedures 
contained in GATT Article XXII would be the most 
appropriate for this purpose. This Article enables any 
contracting party or contracting parties to seek con- 
sultation with other contracting parties on any matters 
affecting the operation of the General Agreement, and 
would therefore, on the concurrence of the parties con- 
cerned, be appropriate for joint discussions. 


Source: General Agreement on Tariffs and Trade, 
Press Release, Geneva, Switzerland, May 6, 
1958. 


Gold Outflow from the United States 


Gold outflow from the United States to countries 
abroad in the first four months of 1958 amounted to 
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almost $900 million, only slightly below the outflow 
of $1.1 billion in the entire year 1953, the last period 
of heavy gold outflow. Foreign central banks, mainly in 
the United Kingdom, Belgium, and Holland, are rebuild- 
ing gold reserves that were depleted during the period 
following the Suez crisis. An important factor in the 
gold outflow has been the decline in the attractiveness 
of U.S. Treasury bills; yields on these bills fell from 
a high of 3.6 per cent in October 1957 to slightly more 
than 1 per cent in April 1958. 

Source: The Journal of Commerce, New York, N.Y., 

May 1, 1958. 


Europe 


U.K. Gold and Dollar Reserves 


U.K. gold and dollar reserves rose by $144 million 
in April and were $2,914 million at the end of the 
month. The United Kingdom received $11 million from 
the European Payments Union in settlement of its 
March surplus, and paid $3 million to the creditors of 
the Union in bilateral settlements. The United Kingdom 
had a surplus of £2 million with the European Payments 
Union in April, which will be settled by a payment from 
the Union in May. 

The reserves are still benefiting from the current pay- 
ments surplus of the United Kingdom in its overseas 
payments, resulting mainly from the strong favorable 
movement in the terms of trade. Another favorable 
factor is that this is the time of the year when sterling 
area commodities are bought by other countries on a 
fairly significant scale. For both these reasons, sterling 
has been in strong demand in the foreign exchange mar- 
ket. In addition, the covering of outstanding “bear” 
positions has helped, and the switching of funds to 
other centers has been a factor. 

An outstanding question now is whether foreign 
money will continue to flow to London, especially from 
New York, in view of the narrowing of the interest rate 
differential. The further fall of ¥% per cent in the treas- 
ury bill rate in London on May 2, to £5 Is. 1.93d. per 
cent, and the rise in the U.S. bill rate earlier in the week 
have made it unprofitable to transfer funds to London 
if the transaction is covered in the forward exchange 
market. 


Source: The Times, London, England, May 3, 1958. 
Ireland's Balance of Payments 


Ireland had a balance of payments surplus on current 
account in 1957, which is provisionally estimated at 
£9.2 million; this contrasts with a deficit of £14.4 million 
in 1956. Imports of merchandise rose from £174.1 
million in 1956 to £175.7 million in 1957; exports and 
re-exports increased from £102.2 million to £123.4 


million. The trade deficit thus fell from £71.9 million 
to £52.3 million. The surplus on invisibles, at £57.6 
million, was slightly higher than in 1956, and the bal- 
ance unaccounted for, believed to be current in charac- 
ter, amounted to £3.9 million. 


Source: Government Information Bureau, Statement 
on Balance of Payments, Dublin, Ireland, 
April 1958. 


Wages in France 

Since the index (July 1957=100) of consumer prices 
in France in both March and April was 2 per cent above 
the January 1958 index, the legal minimum wage will 
be raised, in accordance with the sliding scale law of 
June 26, 1957, by 3 per cent on June 1, 1958. The 
legal minimum wage was raised by 6 per cent in Au- 
gust- 1957, and by 4 per cent in January and in 
March 1958. 
Source: Le Monde, Paris, France, May 10, 1958. 


Economic Policies in the Netherlands 

The President of the Netherlands Bank, in his Annual 
Report for 1957, characterizes the year as a period dur- 
ing which the boom conditions which had persisted in 
the Netherlands for nearly four years finally came to 
an end. In the first half of the year, an inflationary 
trend, caused mainly by the public sector, continued to 
prevail. In that period, the Central Government had a 
relatively modest deficit, which was essentially of a 
seasonal character. This deficit, which ordinarily would 
have been financed in the short-term money market, 
was in fact covered largely by the use of counterpart 
funds and by central bank credits. The short-term 
money market was left to the local authorities, partic- 
ularly municipalities which had to finance an extensive 
program of housebuilding. Since the prescribed maxi- 
mum conditions under which municipalities could bor- 
row precluded their issuing long-term bonds, the local 
authorities were forced to borrow substantial sums at 
short-term from banks and business enterprises. This 
inflationary financing by municipalities caused grave 
concern, and in July the Government directed them to 
refrain from short-term financing of new investment and 
to confine such financing to work under construction, 
which could not be discontinued. cS 

In the third quarter of the year, uncertainty and fears 
of inflation, aggravated by rumors about prospective 
changes in the parity of certain major foreign cur- 
rencies, brought about a foreign exchange crisis of a 
magnitude that had not been experienced since the 
1930's. In about four weeks, the gold and foreign ex- 
change reserves of the Netherlands Bank decreased by 
nearly f. 600 million (US$155 million). In order to 
discourage speculation against the guilder, a series of 
measures were taken. The Netherlands Bank raised its 
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discount rate from 4% per cent to 5 per cent, and it 
brought credit under more direct control than previous- 
ly; measures were taken to restrict speculative capital 
movements, and the Netherlands Bank sold U.S. dollars 
and deutsche mark in the forward market. At the same 
time, the Government purchased $68.5 million from 
the International Monetary Fund to strengthen official 
foreign exchange reserves. This drawing had the added 
advantage of eliminating the need for the Netherlands 
Bank to extend special credits to the Treasury for re- 
demption of the short-term treasury bills which the 
banks could not renew as their deposits decreased. Such 
special credits would have made an unfavorable im- 
pression psychologically. 

The foreign exchange crisis was accompanied by an 
increase in the demand for credit and a reduction in 
cash reserves on the part of the public. . These: develop- 
ments, together with the fact that heavy payments of 
the company tax fell due in the third quarter, led busi- 
ness enterprises and banks to reduce their short-term 
loans to municipalities. This resulted in financial diffi- 
culties for the municipalities and forced the Central Gov- 
ernment to help them meet their commitments through 
special advances. 

As the measures taken earlier in the year to reduce 
national expenditure took hold, the inflationary financing 
of housebuilding was halted, and business conditions 
abroad began to dictate caution, the inflationary tend- 
encies began to subside, and a slight recession made 
itself felt in the fourth quarter of the year. This change 
was initially regarded as a welcome readjustment; but 
when unemployment increased sharply in Decem- 
ber 1957, some concern about future developments 
began to be expressed. 

During the first nine months of 1957, both industrial 
production and employment were above the levels a 
year earlier, but in the fourth quarter both were lower 
than in the preceding year. After April 1957 the num- 
ber of unemployed (seasonally adjusted) each month 
exceeded that in the corresponding month in 1956, but 
the labor market remained strained until October when 
unemployment started to increase at a more rapid rate. 
At the end of the year, the number of unemployed (sea- 
sonally adjusted) amounted to 2.3 per cent of the labor 
force. The change in the economic trend manifested 
itself even more clearly in balance of payments devel- 
opments in 1957. In the early months, the deficit on 
goods and services (cash basis) was larger than in the 
preceding year, and a rising tendency continued until 
the summer. In September the trend changed, and 
from October onward substantial surpluses were re- 
corded. 


The Report recalls that, while the measures taken 
during 1957 to reduce national expenditure (measures 


355 


such as tax increases and reductions in government 
subsidies ) and to halt the short-term financing of house- 
building by municipalities put an end to inflationary 
financing in the public sector, the policy of the Nether- 
lands Bank was to prevent the use of inflationary means 
of financing by the private sector. This was done by 
discouraging the expansion of bank credit through two 
successive increases in the discount rate (from 3% to 
4% per cent in July and to 5 per cent in August) and 
serving notice to the banks in September 1957 that in 
their use of central bank credit they might be charged 
a penalty of 1 per cent above the official discount rate 
if their credit expansion should exceed certain limits. 
The Netherlands Bank had no instruments at its dis- 
posal to discourage the public and business enterprises 
from drawing down liquid reserves—a form of infla- 
tionary financing which had played a major role in 
1956; this was of less importance in 1957, howeVer, as 
the ratio of liquid reserves to national income fell to an 
unusually low level. 


Discussing the need for an antideflationary policy 
under present circumstances, the President of the Neth- 
erlands Bank stated that the recession has not yet 
assumed serious proportions, Inflation has to be halted, 
since it threatens exchange reserves and the stability 
of the currency. A somewhat lower level of economic 
activity and a somewhat larger labor reserve than the 
country has become accustomed to in the last few years 
have to be accepted as an indispensable part of the 
adjustment. To adjust the pattern of production and 
to restore full employment, while maintaining balance 
of payments equilibrium, demand a renewed effort to 
increase exports. 


Source: De Nederlandsche Bank N.V., Verslag over 
het Boekjaar 1957, Amsterdam, Netherlands, 
April 29, 1958. 


Norwegian Economic Situation 

Norway’s balance of payments on goods and services 
showed a deficit of NKr 130 million for the first two 
months of 1958, according to preliminary figures pub- 
lished by the Central Bureau of Statistics; this was con- 
siderably larger than the deficit of NKr 30 million for 
the first two months of 1957. The increase was due 
mainly to the fact that net freight earnings in January- 
February this year were NKr 120 million less than in 
the first two months of last year. The excess of imports 
over exports—excluding imports and exports of ships— 
was not so great as last year, but the Bureau points 
out that imports were unusually large at the beginning 
of 1957. 

In a report on economic trends, the Bureau states that 


Norway’s economy is now beginning to feel the effects 
of the general world economic recession. Industrial 
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output is no longer rising and unemployment so far 
this year has been higher than in the corresponding 
months of previous postwar years. The herring oil and 
fish canning industries have been hit particularly hard 
by the poor winter herring season, but output in other 
industries also has been falling, with export industries 
showing the greatest decrease. 

Output of ferrosilicon so far this year has been run- 
ning above 1957 output, but production of other ferro- 
alloys in January of this year was 23 per cent, and in 
February 28 per cent, below output in the correspond- 
ing months of last year. 

Even the industries producing for the domestic mar- 
ket are beginning to show signs of stagnation. The de- 
cline in the output of consumer goods has so far been 
slight, and it has been concentrated mainly in the textile 
and clothing industries. In the industries producing 
investment goods, however, the stagnation tendencies 
are more clearly evident, largely as a result of domestic 
measures aimed at curbing investment. 

The report concludes that it is still impossible to 
predict the effects that the recession abroad may have 
on Norway, chiefly because its length and seriousness 
are unknown. But although the outlook now is darker 
than it was three months ago, the recession still has 
not gone so far in the countries which dominate the 
world economic picture that an active antirecession 
policy could not bring about an upswing. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, April 30, 1958. 


Swedish Discount Rate 


The discount rate of the Sveriges Riksbank was low- 
ered from 5 per cent to 4.5 per cent, effective May 3. 
In July 1957, it had been raised from 4 per cent to 
5 per cent, the highest discount rate in Sweden for more 
than 25 years (see this News Survey, Vol. X, p. 18). 
After the Riksbank’s decision, the commercial banks, 
savings banks, and insurance companies decided to 
decrease their interest rates for both borrowing and 
lending. 

The Governor of the Riksbank stated that the de- 
crease was a cautious and rather natural adjustment to 
the changed business climate at home and abroad. 
What was most serious, however, was the fact that 
unemployment continued to increase, even when there 
should be a seasonal decline; this was clearly shown by 
the statistics for April. The large budget deficit, he 
continued, might have been directly inflationary under 
different circumstances, and it may also become infla- 
tionary in the future, but today neither the deficit nor 
housebuilding is sufficient to counteract the recession 
tendencies. The Governor does not believe that the 


decrease in the discount rate will affect the foreign 

exchange reserves to any considerable degree. 

Source: Svenska Dagbladet, Stockholm, Sweden, 
May 3, 1958. 


GATT Views on German Import Restrictions 


At a meeting of the Intersessional Committee of the 
General Agreement on Tariffs and Trade in Geneva in 
April and early May, most of the contracting parties 
indicated their belief that there was no justification 
under GATT for the restrictions on imports still main- 
tained by the Government of the Federal Republic of 
Germany or for their discriminatory application. They 
did not accept the German contention that, in accord- 
ance with the Torquay Protocol, the Federal Republic 
is entitled to restrict imports of certain agricultural prod- 
ucts under the Agricultural Marketing Laws. It was 
pointed out that the maintenance of this situation nulli- 
fies and impairs the benefits which other countries might 
expect to follow from the acceptance by the Federal 
Republic of the obligations of the General Agreement, 
and jeopardizes the attainment of the objectives of the 
Agreement. 


The Intersessional Committee expressed its regret 
that the Federal Government had not considered it pos- 
sible so far to eliminate its remaining import restrictions 
and urged the Federal Republic to reconsider its position 
on this matter. The Committee also requested the Fed- 
eral Government to report to the Thirteenth Session in 
October on what action it has taken to eliminate the 
remaining import restrictions. If on reconsideration the 
Government of the Federal Republic continues to be- 
lieve that there are special reasons why it cannot elim- 
inate certain of the import restrictions, it should make 
use of the appropriate procedures to reconcile its posi- 
tion with the provisions of the General Agreement. 

The Committee left for consideration at the Thir- 
teenth Session the question of possible further action 
which contracting parties might take with regard to 
this subject. 


Source: General Agreement on Tariffs and Trade, 


Press Release, Geneva, Switzerland, May 5, 
1958. 


Middle East 


Suez Canal Compensation Agreement 

The Suez Canal Heads of Agreement signed in Rome 
on April 29 (see this News Survey, Vol. X, p. 349) 
provide for the payment by the Government of the 
United Arab Republic (U.A.R.) of the equivalent of 
LE 28.3 million (about US$81.3 million) as full and 
final settlement of the compensation due to the stock- 
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holders of La Compagnie Universelle du Canal Mari- 
time de Suez as a consequence of the Nationalization 
Law of July 1956. The initial payment will be LE 5.3 
million through the retention by the stockholders of 
the transit tolls collected in Paris and London since 
July 26, 1956, the date of nationalization. The remain- 
ing LE 23 million will be paid in annual installments 
between January 1, 1959 and January 1, 1964 inclu- 
sive, the first five installments being LE 4 million each 
and the last installment LE 3 million. The installments 
will be free of interest and will be payable in sterling 
or in French francs calculated at the par value rate of 
the Egyptian pound in terms of U.S. dollars (LE 1= 
US$2.87156). Not less than 40 per cent of each 
installment shall be payable in sterling. 

The Heads of Agreement also provide that the Gov- 
ernment of the U.A.R. will leave the external assets to 
the stockholders, who will accept responsibility for all 
liabilities outside Egypt as of July 26, 1956. The Gov- 
ernment of the U.A.R. will continue to assume respon- 
sibility for all liabilities within Egypt as of that date. 
The Agreement also defines the conditions under which 
the Government of the U.A.R. and the stockholders 
will assume liability for staff pensions. Provision is also 
made for advance payments of installments due to the 
stockholders in the event of partial special release or 
total release by the U.K. Government from Egypt's 
No. 2 sterling account. The International Bank for 


Reconstruction and Development is requested to act as 
fiscal agent for the purpose of receiving and paying out 
the monies provided for in the Agreement. 

Sources: Al Ahram, Cairo, Egypt, April 30, 1958; Le 


Commerce du Levant, 
May 3, 1958. 


Beirut, Lebanon, 


Far East 


Loans of Government of India 


The Government of India has announced the simul- 
taneous issue of three new loans, totaling Rs 1.35 billion 
(US$284 million). These loans are 3% per cent bonds 
1963 issued at Rs 98.75 per cent and repayable at par 
on May 13, 1963; 3% per cent National Plan Bonds, 
Fifth Series (334 per cent 1968), issued at Rs 99.50 per 
cent and repayable at par on May 12, 1968; and 4 per 
cent loan 1973 issued at Rs 100.00 per cent and repay- 
able at par on May 12, 1973. 

Subscription lists will open on May 12, 1958 and 
close on May 14, 1958; however, they may be closed 
earlier without notice as soon as the total subscriptions 
amount to approximately Rs 1.35 billion. The Govern- 
ment reserves the right to retain subscriptions up to 
10 per cent in excess of the notified amount. 

Subscriptions may be in the form of cash or securi- 
ties of the 3 per cent loan 1958 or the 4% per cent loan 
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1958-68, which will be accepted for conversion at 99.75 

per cent and 100.10 per cent, respectively. 

Source: The Times of India, Bombay, India, May 1, 
1958. 


increase in Burma's Export Prices for Rice 

Export prices of Burmese rice in 1958 are some £2 
to £4 per long ton higher than in 1957. The basic 
government-to-government f.o.b. price set for Ngasein 
Small Mills Special (SMS), 42 per cent broken, has 
been raised from £33 per long ton (US$4.12 per 100 
pounds) to £37 (US$4.65 per 100 pounds). Prices for 
most grades, however, were increased by about £2 per 
long ton. The main quality purchased by India, Pak- 
istan, Ceylon, and Indonesia heretofore has been the 
Ngasein SMS, 42 per cent broken. 

Japan purchased 50,000 long tons of Ngasein Japan, 
15 per cent broken, and Meedone Japan, 15 per cent 
broken, in December at the 1957 price of £41 2s. per 
long ton ($5.12 per 100 pounds). Indonesia, however, 
recently purchased 50,000 tons at the increased price. 
In the long-term agreement with India, the stipulated 
prices for 1958 are £32 per long ton ($4.00 per 100 
pounds) for Ngasein SMS and £32 11s. ($4.07 per 100 
pounds) for full boiled. The 1957 prices for the same 
qualities were £33 ($4.12 per 100 pounds) and 
£33 11s. 4d. ($4.19), respectively. The prices that 
India will pay in 1958 have not yet been determined. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., April 21, 1958. 


Participation in Export-Import Bank Credit to Japan 

Eleven commercial banks in the United States are 
participating to the extent of $93,188,000 for their own 
account in the credits to the Bank of Japan totaling $175 
million that were authorized in 1957 by the Export- 
Import Bank of Washington for the purchase of cotton 
and agricultural commodities in the United States (see 
this News Survey, Vol. X, p. 5). Twenty-two U.S. com- 
mercial banks, including the eleven participating banks, 
have received allocations from the Bank of Japan to 
operate these credits. 


The eleven participating banks are Bank of the 
Southwest National Association, Houston; Chase Man- 
hattan Bank, New York; Chemical Corn Exchange 
Bank, New York; Crocker Anglo-National Bank, San 
Francisco; First National Bank of Chicago; First Na- 
tional City Bank of New York; Guaranty Trust Com- 
pany of New York; Irving Trust Company, New York; 
Manufacturers Trust Company, New York; Marine 
Midland Trust Company, New York; J. Henry Schroder 
Banking Corporation, New York. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., May 4, 1958. 
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Indonesian Government Finances in 1957 


The fiscal operations in 1957 of the Central Govern- 
ment of Indonesia resulted in a record cash deficit of 
Rp 5.84 billion, compared with a deficit of Rp 2.15 
billion in 1956. More than two fifths (Rp 2.58 billion) 
of the 1957 deficit was incurred in the last quarter of 
the year. The large increase over 1956 was due to an 
increase in government expenditures, particularly in- 
ternal security expenditures, at the same time that 
revenues, mainly revenues from customs and exchange 
surtaxes, declined. 


The Government borrowed from the Bank Indonesia 
a record sum of Rp 8.32 billion in 1957; such borrow- 
ings in 1956 amounted to Rp 2.42 billion. Of the 1957 
total, Rp 2.83 billion was used to repay importers’ pre- 
payments and the remainder to finance the fiscal deficit. 
The Government also obtained Rp 500 million through 
an increase by commercial banks in their holdings of 
treasury bills. This resulted from the regulation of 
May 1957 that the large private commercial banks 
must hold minimum cash reserves amounting to 30 per 
cent of their demand and time deposit liabilities and 
minimum reserves of treasury bills amounting to 10 per 
cent of the cash reserves; the latter figure was subse- 
quently raised to 20 per cent. Offsetting a part of the 
increase in the banks’ holdings of treasury bills in 
1957, however, was a reduction of nearly Rp 300 mil- 
lion in the other debt of the Government and govern- 
ment enterprises to banks. There was no new issue of 
government bonds during the year. 


Source: Bank Indonesia, Bulletin, Djakarta, Indonesia, 
No. 14, February 1958. 


United States 


Unemployment in the United States 
Unemployment in the United States fell from 
5,198,000 persons in March of this year to 5,120,000 
in April; in April 1957 it had been 2,690,000. The 
March-April decline was far less than is usual at this 
time of the year, when business activity ordinarily 
increases with the beginning of warmer weather. As a 
result,. unemployment, seasonally adjusted, rose from 
4,800,000 in March to 5,172,000 in April; and the 
seasonally adjusted rate of unemployment rose to 7.5 
per cent of the civilian labor force in April, from 7 per 
cent in March. Total employment in April, at 
62,907,000, was about 620,000 greater than in March; 
on a seasonally adjusted basis, it showed a slight decline. 
Sources: The Wall Street Journal, New York, N.Y., 
April 30, 1958; Department of Commerce, 
Current Population Reports, Labor Force, 
Washington, D.C., April 1958. 
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Major Wage Developments in the United States in 1957 

About 7.6 million workers in the United States 
received wage increases in 1957 under major collective 
bargaining agreements. Of these, about 4.9 million 
received higher wages as a result of long-term agree- 
ments made in earlier years; the other increases were 
negotiated during 1957. The number of workers receiv- 
ing wage increases under major collective bargaining 
contracts was greater in 1957 than in 1956, and the 
wage increases were substantially greater. The most 
common increase in 1957, affecting almost 30 per 
cent of all workers receiving increases during the year, 
amounted to 15-17 cents an hour. In 1956 the most 
common increase, affecting 35 per cent of all workers 
receiving higher wages, was 9-11 cents an hour. Wage 
advances amounting to at least 11 cents an hour went 
into effect for about 60 per cent of all workers receiving 
increases in 1957, compared with 40 per cent in 1956. 
Wages rose more in 1957 primarily because the first 
cost of living escalator increases under several major 
contracts went into effect during that year, notably for 
workers in meat-packing, basic steel, aluminum, and 
railroads. 

Bargaining activity declined in 1957, reflecting the 
fact that many long-term agreements that provided for 
deferred wage increases to go into effect in 1957 were 
negotiated in 1956. Thus wage agreements concluded 
in 1957 affected only about 3 million workers, compared 
with 5.7 million in 1956. There was also less uni- 
formity in the wage increases negotiated in 1957. The 
most commonly negotiated increase averaged 9-11 cents 
per hour in both years, but the proportion of workers 
affected by such adjustments fell from 44 per cent in 
1956 to 21 per cent in 1957. As in previous years, the 
trend toward special wage increases for skilled workers 
continued during 1957. About three fourths of the 
agreements negotiated in 1956 gave additional supple- 
mentary benefits in 1957 to the wage-earners concerned, 
and similar changes in supplementary benefits were 
included in the same proportion of the agreements 
negotiated in 1957. One third of the contracts nego- 
tiated in 1957, covering 28 per cent of the workers, 
specified that wage increases would take place after 
the current year; in 1956, two fifths of the contracts, 
affecting 50 per cent of the workers, had provided for 
such increases. The number of workers thus scheduled 
to receive increases in 1958 totals nearly 3.4 million; 
this number includes workers under contracts negotiated 
in 1956 and earlier years. Cost of living escalator 
clauses established or renewed in 1957 covered 400,000 
workers, compared with about 2 million in 1956. 


Source: Department of Labor, Monthly Labor Review, 
Washington, D.C., April 1958. 
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Latin America 


Peru's Stabilization Measures 

By a law promulgated on May 5, 1958, the Peruvian 
Government is authorized to decree the prohibition of 
imports of goods considered as luxuries and to increase 
import duties by 50 per cent for articles considered 
necessary but not indispensable, and by 100 per cent 
for all other merchandise, with specific exceptions. The 
imports exempted from these increases include goods 
in relation to which bilateral trade agreements with 
other countries are in force. The proceeds from the 
increased duties are to be used to cover the deficits for 
the fiscal years 1956 and 1957. Any amount remaining 
is to be used to establish a special monetary stabilization 
fund. 
Source: Banco Continental, News Letter, Lima, Peru, 

May 6, 1958. 


Other Countries 


Exchange and Credif Control Measures in South Africa 

The South African Minister of Finance announced 
on May 7 that the Government had decided to apply 
stricter control on exchange transactions by Union resi- 
dents with the sterling area and to restrict credit for 
imports. The stricter control on sterling exchange trans- 
actions by Union residents means, in the first place, that 
the control procedures at present applicable to exports 
to non-sterling destinations will be applied to all exports, 
irrespective of destination. As from June 1, 1958, 
exports to any destination will therefore have to be 
accompanied by the appropriate form, attested by the 
exporter’s banker, indicating the manner in which pay- 
ment will be received. In the second place, the authori- 
ties have withdrawn forthwith the concession whereby 
Union residents are permitted to retain in another 
sterling area country up to £10,000. Union residents, 
consequently, are now obliged to declare to their bank- 
ers, within 30 days, all foreign currency (including 
sterling area and other funds previously exempted) held 
by or accruing to them. Applications for sterling area 
currencies for any purpose, including travel in sterling 
countries, will accogdingly be subject to the same restric- 
tions as those for non-sterling currencies. However, 
Union residents remain free to buy and sell on the Lon- 
don Stock Exchange South African securities which are 
also quoted on the Johannesburg Stock Exchange; but 
if they sell securities, they must declare and repatriate 
the proceeds unless they reinvest within 30 days in other 
permitted securities. 

The Minister of Finance stated that, in view of the 
Union’s close commercial and financial ties with the 
Federation of Rhodesia and Nyasaland, special consid- 
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eration will be given to exchange transactions with that 
country. 

In regard to bank credit, the Minister stated that 
there had been a very substantial increase in discounts 
and advances of the commercial banks in recent months. 
In order to curb possible inflationary influences, some 
check on bank credit is necessary. It has therefore been 
decided to make effective the Reserve Bank’s power to 
require the commercial banks to keep a supplementary 
reserve balance (in addition to the normal reserve bal- 
ance prescribed by the Banking Act) with the Reserve 
Bank. As from the end of June 1958, each commercial 
bank will be required to maintain a supplementary 
reserve equal to 2 per cent of its total liabilities to the 
public in the Union; one month later, this will be 
increased to 4 per cent. This measure is intended to 
affect primarily bank credit for the direct or indirect 
financing of imports, and the banks have specifically 
been requested to avoid as far as possible the restriction 
of credit for production in general. 

According to The Times, the South African Govern- 
ment has also decided to offer an interest rate of 4.375 
per cent on the conversion of the five-year 1953 loan 
due to have been redeemed this year. Originally, a 
conversion interest of 4.25 per cent had been offered. 
Those investors taking the 1978 loan will receive inter- 
est of 5.25 per cent, instead of the 5 per cent already 
offered. 

Sources: Information Service of South Africa, News 
Release, New York, N.Y., May 8, 1958; The 
Times, London, England, May 8, 1958. 


Economic Conditions in South Africa 

A review of economic conditions in the Union of 
South Africa in 1957 indicates further increases in 
terms of both value and physical volume. Since detailed 
figures on gross national product, investment, and con- 
sumption in the calendar year 1957 are not yet avail- 
able, the actual rate of expansion is difficult to deter- 
mine; however, from various value indices available, the 
rate of increase from 1956 to 1957 appears to have 
exceeded the increase from 1955 to 1956. 

National income figures for the year ended June 30, 
1957 show that the Union’s net national income in those 
12 months increased by £113 million, to £1,589’ mil- 
lion. When these figures are deflated by use of’ the 
retail price index, it appears that the real net national 
income increased by about 5 per cent, compared with 
increases of about 3.8 per cent in 1955-56, 3.9 per 
cent in 1954-55, and 6 per cent in 1953-54. Provisional 
estimates on the expenditure side of the national ac- 
counts indicate that both consumption and gross domes- 
tic capital formation increased in the calendar year 
1957; in respect of the latter, investment in inventories 
appears to have increased substantially. 
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In the year ended June 30, 1957, the gross value 
of agricultural production rose fo about £376 million, 
from £347 million in the preceding 12-month period. 
Of this increase, wool accounted for about £19 million 
and maize for about £4 million. It is expected, however, 
that farmers’ earnings in the current year (ending 
June 1958) will fall by between £30 million and £35 
million because of lower wool prices, drought, and 
losses on the export of maize. Mineral output (exclud- 
ing quarry products but including the value of uranium 
exports) increased to £345 million in the calendar 
year 1957, from £315 million in 1956. The increase 
was due largely to gold and uranium. 


Up-to-date figures on manufacturing output are not 
available. However, the new and more comprehensive 
index of employment in private manufacturing industries 
rose from 117.8 (year 1952-53=100) in 1955-56 to 
119.1 in June 1957. This index, which covers the period 
from July 1947 to June 1957, has a stronger upward 
trend than the old index. In 1947-48, the index aver- 
aged 70.6. The average monthly index of electric 
current generated rose from 190 (1948—100) in the 
calendar year 1956 to 204 in 1957. 


A new index of employment in private construction 
shows a rise from 77.8 in 1947-48 (year 1952-53= 
100) to 107.8 in 1955-56 and 111.9 in June 1957. 
An index of building plans passed declined from 150.7 
(1948=100) in calendar 1955 to 128.6 ir 1956 and 
120.6 in 1957. During the last 10 months of 1957, 
however, this index showed an upward tendency, com- 
pared with a downward tendency in 1955 and relative 
stability in 1956. 


The monthly index of wholesale prices rose from 
159.6 (1948=100) in December 1956 to 162.5 in 
October 1957, and then declined to 159.2 in Decem- 
ber 1957, while the index of retail prices rose from 
140.3 to 145.5 over the same period. The increase in 
the latter was due in part to the incorporation in the 
index, in August 1957, of the results of a new rent 
census taken in May. The index of agricultural prices 
rose from 156 in December 1956 to 168 in Au- 
gust 1957, and then fell to 137 in December 1957, 
largely because of a decline in wool prices. The volume 
of retail trade turnover increased by about 0.4 per cent 
in 1957, in contrast to a decline of 0.3 per cent in 1956. 

Preliminary estimates of the balance of payments 
show a current account deficit of £5 million in 1957, 
compared with a surplus of £10 million in 1956. As 
a result of a substantial relaxation of import control, 
imports increased from £494 million in 1956 to £551 
million in 1957. Merchandise exports rose from £402 
million to £438 million, and gold output from £197 mil- 
lion to £214 million. Net current invisibles are provi- 


sionally estimated at about £106 million in 1957, 
compared with £95 million in 1956. On capital account, 
there was an estimated net outflow of £26 million, owing 
largely to net repayments of loans, net repatriation of 
securities, and a net outflow of trade credit and other 
short-term funds. An outflow of at least £20 million 
was directly or indirectly associated with the higher 
rates of interest ruling in the United Kingdom. (See 
this News Survey, Vol. X, pp. 264 and 312, for details 
of increases in South African interest rates in February 
and March 1958.) 


The unfavorable foreign trade trend continued 
through March 1958. In the first quarter of this year, 
imports totaled £155.4 million, or £22.9 million more 
than in the first quarter of 1957, and exports declined 
to £101.4 million, from £116.8 million. This decline 
in exports was mitigated by an increase of £10.4 million 
in gold exports, to £58.5 million. 


The gold and foreign exchange holdings of the South 
African Reserve Bank declined from £102.0 million at 
the end of 1957 to £89.1 million on March 21, 1958 
and to £79.7 million on May 2; on May 3, 1957, the 
Bank’s gold and foreign exchange holdings had totaled 
£128.1 million. (On March 24, 1958, it was announced 
that the International Monetary Fund had agreed to 
sell US$25 million to the Government of the Union of 
South Africa, and also had agreed to a stand-by ar- 
rangement authorizing South Africa to draw during the 
next 12 months U.S. dollars or other currencies from 
the Fund in an amount equivalent to $25 million; see 
this News Survey, Vol. X, p. 296.) 


Sources: South African Reserve Bank, Quarterly Bul- 
letin of Statistics, Pretoria, Union of South 
Africa, March 1958; The Standard Bank of 
South Africa Limited, The Standard Bank 
Review, April 1958, and The Financial 
Times, April 24 and May 2, 1958, London, 
England. 
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